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REF: VIENNA 4915 

1 . DEPT IS DISTURBED BY REPORT IN REFTEL THAT FRENCH 
REPRESENTATIVE IN VIENNA HAS PROPOSED A 15 PERCENT CEILING 
ON INCREASES FOR FUTURE AGENCY BUDGETS INCLUDING THE 1979 
BUDGET WHICH WILL BE CONSIDERED AT NEXT WEEK'S BOARD OF 
GOVERNORS MEETING. WE BELIEVE THAT SUCH A PROPOSAL WOULD 
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SERIOUSLY HAMPER THE AGENCY'S ABILITY TO FULFILL ITS 
RESPONSIBILITIES ESPECIALLY IN THE AREA OF SAFEGUARDS. WE 
ARE CONCERNED AT REPORTS OF SUPPORT GIVEN TO FRENCH POSI- 
TION BY FRG, ITALY. JAPAN AND BELGIUM. 

2. IAEA DIRECTOR GENERAL PROPOSED 1979 OUDGET OF DOLS 70.9 
MILLION AT ADMINISTRATIVE AND BUDGET COMMITTEE MEETING IN 
EARLY MAY. THIS WAS AN INCREASE OF DOLS 19.5 MILLION OR 

38 PERCENT OVER THE 1978 BUDGET. AT THE A AND B COMMITTEE 
MEETING, THERE WAS GENERAL CONCERN EXPRESSED OVER THE SIZE 
OF THE BUDGET, BUT THERE WERE FEW CONCRETE PROPOSALS FOR 
REDUCTIONS. IN THE LIGHT OF THE COMMITTEE S DISCUSSION, 

WE UNDERSTAND THAT THE DIRECTOR GENERAL WILL PROPOSE A 

REDUCTION OF JUST OVER DOLS 2 MILLION, INCLUDING REDUCTIONS 
IN THE COST OF THE TRANSFER TO DONAU PARK AND IN THE SAFE- 
GUARDS PROGRAM. WE INTEND TO STRONGLY SUPPORT DIRECTOR 
GENERAL'S REVISED BUDGET. 

3. ACTION ADDRESSEES ARE REQUESTED TO APPROACH APPROPRIATE 
HOST GOVERNMENT OFFICIALS AS SOON AS POSSIBLE SINCE BOARD 
MEETING BEGINS TUESDAY, JUNE 6 AND DRAW ON TALKING POINTS 
IN FOLLOWING PARAGRAPH. EMBASSIES SHOULD REPORT ON 
APPROACHES WITHINFO TO VIENNA FOR USIAEA. US MISSION 
SHOULD FOLLOW UP, AS APPROPRIATE, WITH LOCAL MISSIONS. 
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4. FOR LONDON. REFTEL DOES NOT INDICATE WHERE UK STANDS 
ON THIS QUESTION; AS UK IS ONE OF MAJOR CONTRIBUTORS, WE 
WOULD LIKE THEIR SUPPORT ON THIS QUESTION, AND BELIEVE THAT 
UK OFFICIALS WILL BE SYMPATHETIC TO OUR VIEWS. SUGGEST 

THIS MATTER BE COVERED IN AMBASSADOR SMITH'S CONSULTATIONS. 

5. TALKING POINTS: 

- WE HAVE LEARNED FROM OUR MISSION TO THE IAEA THAT THE 
FRENCH REPRESENTATIVE IN VIENNA HAS PROPOSED THAT THE 1979 
IAEA BUDGET BE LIMITED TO A 15 PERCENT INCREASE OVER 1978, 

AND THAT FUTURE BUDGETS BE ALSO LIMITED TO 15 PERCENT 
INCREASE. WE VIEW THIS PROPOSAL WITH GREAT CONCERN SINCE 
IMPLEMENTATION OF SUCH A CUT IN THE PROPOSED 1979 BUDGET 
COULD SERIOUSLY WEAKEN THE AGENCY'S SAFEGUARDS PROGRAM AND 
AGGRAVATE THE NORTH/SOUTH DIVISIONS IN THE AGENCY. 

- ONE OF THE MAIN FACTORS RESPONSIBLE FOR THE SIGNIFICANT 
INCREASE PROPOSED FOR THE 1979 BUDGET IS DUE TO THE 
INCREASE IN THE AGENCY'S SAFEGUARDS RESPONSIBILITIES. THIS 
IS CENTRAL TO AGENCY'S MANDATE AND IT IS ESSENTIAL THAT THE 
SAFEGUARDS DEPARTMENT HAVE ADEQUATE STAFF TO CARRY OUT ITS 
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TASK. 

- AT THE SAME TIME IT IS NOT POLITICALLY FEASIBLE TO PRO- 
POSE A LARGE INCREASE IN SAFEGUARDS STAFF AND MINIMAL OR 
NO INCREASES IN OTHER AGENCY PROGRAMS. THE DEVELOPING 
COUNTRIES WOULD NEVER AGREE TO A BUDGET WHICH DOES NOT PRO- 
VIDE SOME INCREASES FOR PROGRAMS WHICH THE LDC'S CONSIDER 
IMPORTANT, SUCH AS THE FOOD AND AGRICULTURE DIVISION AND 
TECHNICAL ASSISTANCE. 

- A LARGE PART OF THE PROPOSED INCREASE FOR 1979 IS BEYOND 
THE CONTROL OF THE AGENCY; I.E., INFLATION AND DOLLAR 
DEPRECIATION AGAINST THE SCHILLING. IN ADDITION MOST OF 

THE COSTS OF THE MOVE TO DONAU PARK CAN NOT BE POSTPONED OR 
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CUT ALTHOUGH THE DIRECTOR GENERAL HAS ACCEPTED SOME REDUC- 
TION IN THIS AREA IN HIS REVISED BUDGET. 

-WHILE IN GENERAL WE BELIEVE IN LIMITING INCREASES IN THE 
BUDGETS OF THE UN AND ITS SPECIALIZED AGENCIES, AND APPRE- 
CIATE SUPPORT OF ADDRESSEES IN HOLDING DOWN INTERNATIONAL 
ORGANIZATION BUDGETS, WE BELIEVE THAT IMPOSITION OF A RIGID 
15 PERCENT CEILING ON THE IAEA WOULD BE A SERIOUS MISTAKE 
AND WOULD WEAKEN THE AGENCY'S ABILITIES AS THE MAIN INSTRU- 
MENT OF NON-PROLIFERATION POLICY. HOWEVER, THE IAEA BUDGET 
LIKE ANY OTHER INTERNATIONAL ORGANIZATION BUDGET, MUST BE 
CAREFULLY SCRUTINIZED IN ORDER TO ENSURE THAT ANY EXCESS 
EXPENDITURES AND ANY MARGINAL PROGRAMS ARE ELIMINATED, AND 
OUR MISSION IN VIENNA WILL WORK WITH YOUR MISSION TO THAT 
END. 

-WE HOPE THAT YOUR GOVERNMENT AS WELL AS THE GOVERNMENTS 
OF OTHER NUCLEAR SUPPLIERS WILL SHARE OUR VIEWS ON THE 
INVALUABLE CONTRIBUTION WHICH THE IAEA HAS MADE TO NON- 
PROLIFERATION AND THEREFORE HOPE THAT YOUR GOVERNMENT WILL 
RECONSIDER ITS POSITION ON THIS QUESTION. 

6. IO DEPUTY ASSISTANT SECRETARY BARRY MET WITH FRENCH 
EMBOFF CHENU ON JUNE 2 TO PRESENT POINTS IN PARA 5 ABOVE. 

CHENU STRESSED THAT GOF WAS OBLIGED TO TAKE THIS DRASTIC 
DECISION WITH REGARD TO ALL ITS ASSESSED CONTRIBUTIONS TO 
INTERNATIONAL ORGANIZATIONS BECAUSE OF THE DIFFICULT ECONO- 
MIC SITUATION IN FRANCE. THE FRENCH PARLIAMENT INSISTED 
THAT FRENCH CONTRIBUTIONS TO INTERNATIONAL ORGANIZATIONS 
BE LIMITED TO A TEN PERCENT INCREASE IN 1979 EXCEPT FOR 
IAEA WHERE THE CEILING SHOULD BE ABOUT 15 PERCENT. CHENU 
PRESENTED FRENCH PROPOSALS FOR IAEA BUDGET CUTS ALONG LINES 
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DESCRIBED IN PARA 2 REFTEL. CHENU WAS NONCOMMITAL WHEN 
BARRY ASKED WHETHER THIS WAS A MAJOR EFFORT ON FRANCE’S 
PART TO ROLL BACK THE IAEA BUDGET. BARRY THEN EXPRESSED 
THE HOPE THAT THE FRENCH REPRESENTATIVES WOULD NOT MAKE 
AN ACTIVE EFFORT TO PERSUADE OTHER COUNTRIES TO JOIN THEM, 
AND THAT THE FRENCH REPRESENTATIVE WOULD BE CONTENT TO 
STATE THE GOF POSITION, AND TO VOTE NO IF THE QUESTION WAS 
BROUGHT TO A VOTE. BARRY EXPRESSED HIS HOPE THAT THE US 
AND FRANCE COULD COORDINATE THEIR VIEWS AND WORK CLOSELY 
WITH OTHER MEMBERS OF THE GENEVA GROUP ON THE 1980 BUDGET. 

7. FOR BONN, BRUSSELS, LONDON AND TOKYO: AS WE UNDERSTAND 
FRENCH POSITION, THEIR PROPOSAL HAS GROWN FROM CONSTRAINTS 
PLACED ON GOF BY FRENCH PARLIAMENT. WE WOULD HOPE THAT 
OTHER COUNTRIES WOULD NOT LET THEIR SHARED INTEREST WITH 
FRANCE IN KEEPING EXPENDITURES DOWN I. RAD THEM TO SUPPORT 
FRANCE'S RIGID POSITION WHICH IS DICTATED BY DOMESTIC CON- 
SIDERATIONS AND WHICH WOULD BE INCONSISTENT WITH OUR 
LARGER OBJECTIVES IN THE IAEA. CHRISTOPHER 
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